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Annual General Meeting 


~ The Annual General Meeting of Shareholders of the Com- 


pany will be held on Tuesday, May 1, 1979 at 12:00 Noon in 
the Vancouver Island Room at the Hotel Vancouver, Van- 
couver, British Columbia, Canada. 


Valuation Day Price 

On December 22, 1971, established as valuation day by 
the Canadian Department of National Revenue, the price 
of the Company’s Common Shares was $12.75 per share 
(adjusted from $25.50 following the share split in 1973). 


Placer is a Canadian company, incorporated in the Prov- 
ince of British Columbia, whose business is primarily ex- 
ploration, development and production of hard minerals, 
petroleum and natural gas. Canadians hold 78.6% of the 
issued shares, 12% are held in Australasia and 9.4% are 
held in the United States and other countries. | 


Cover 
- The Endako mine in central British Columbia produces 
- molybdenum disulphide which, after further processing, 
is converted to a trioxide form for use in the steel-making 
process. This mine is Canada’s principal supplier of 
molybdenum in trioxide form. 
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Directors’ Report to the Shareholders 


The Board of Directors is pleased to present the 53rd 
Annual Report. 


Financial 


Consolidated net earnings for the year ended December 
31, 1978 were $20,184,000 or $1.67 per share after allow- 
ing for two extraordinary items which reduced earnings by 
$6,025,000 from $26,209,000 or $2.17 per share. In 1977 
there were no extraordinary items and consolidated net 
earnings were $21,509,000 or $1.78 per share. 

Earnings increased before extraordinary items mainly 
as a result of improvements in the earnings of Marcopper 
and Mattagami due to higher sales volumes and metal 
prices. The decline of the Canadian dollar relative to the 
United States dollar accounted for approximately 
$3,500,000 of the increase. Gibraltar had a disappointing 
year, suffering a loss. A labour dispute halted its produc- 
tion from May 26 to February 6, 1979. 

Molybdenum experienced strong demand in 1978 and 
Endako made a most significant contribution to Placer’s 
earnings as a result. The improvement in this area was, 
however, partially offset by lower molybdenum production 
and higher income taxes due to higher Endako pre-tax 
eamings and declining depletion allowances. Endako’s 
collective agreement expired on December 31. On Feb- 
ruary 15, 1979, strike action was initiated by the Canadian 
Association of Industrial, Mechanical and Allied Workers, 
affecting 500 employees. 

The extraordinary items resulted from the reduced val- 
uation of the United States coal properties and Australian 
grazing properties. The coal reserves in Kentucky which 
were acquired in February, 1978 have been written-down 
by $4,095,000. Results from a drilling programme, inves- 
tigation of leases and a study of the impact of guidelines 
for the regulation of strip mining issued by the United 
States Department of the Interior in July, 1978 have sub- 
stantially reduced the estimated economically recover- 
able coal reserves. To overcome this setback additional 
economic reserves will be acquired. A buyer is being 
sought for the Company’s pastoral interests in Australia 
comprising a 50% interest in Northern Cattle Company 
Pty. Limited. This company has reported that a potential 
sale of its northern grazing properties indicates a reduc- 
tion in value, of which Placer’s share is $1,930,000. The 
remaining properties, situated near Perth, are in an area 
where land values have generally appreciated. Placer’s 
decision to dispose of its interest follows several years of 
unsatisfactory return on its investment. 

Noranda Mines Limited has offered to exchange 1 
Noranda share for each 2% shares of Mattagami Lake 
Mines Limited. Under the offer, Placer will receive a 5.4% 
share interest in Noranda in exchange for its 27.1% share 
interest in Mattagami. On the basis of the $425/s per share 
price on the date of the offer the transaction will result in a 
gain for Placer of approximately $34,000,000 in 1979 and 
an interest in a highly diversified company. 
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The Company's share ownership of Mattagami was 
sufficient to enable it to include in its earnings its equity in 
Mattagami’s earnings rather than the amount of dividends 
received. This will not be the case when the Company 
acquires an interest in Noranda, as it may then record in its 
earings only the amount of Noranda dividends received. 
For this reason, if the transaction had occurred on Janu- 
ary 1, 1978 it is calculated that, based on Noranda divi- 
dends in 1978 of $1.30 per share, the Company’s 1978 
earnings would have been reduced by $3,477,000. On the 
other hand, its cash flow would have increased by 
$1,357,000 as Mattagami paid dividends of only 20¢ per 
share. 

Placer’s quarterly dividends were increased from 20€ to 
25¢ per share commencing with the third quarter divi- 
dend. The dividend for 1978 totalled $10,893,000 or 90¢ 
per share. In setting the dividend rate, your Directors have 
followed the objective of providing a return to share- 
holders while retaining from earnings sufficient funds to 
maintain existing plant capacity and to support corporate 
growth through exploration and acquisition. Working 
capital available for these purposes at year-end was 
$60,987,000 (1977 — $69,834,000). 

The Company had bank loans outstanding at year-end 
of $57,944,000 (1977 — $39,464,000). The funds bor- 
rowed in 1978 were used for the purchase of United States 
coal companies, oil and gas land acquisitions and working 
capital for Australian operations. Unused lines of credit 
available with banks amounted to $66,800,000 at year- 
end. 

Placer and its Canadian subsidiaries have complied 
with the provisions of the Anti-Inflation Act although in 
1977 and 1978 the premium on the U.S. dollar gave rise to 
excess revenue, as defined by the Act. The Anti-Inflation 
Board has accepted the Company's compliance plan to 
eliminate the excess revenue. Most elements of the plan 
have already been carried out and the Company expects 
to complete the balance within the prescribed time. 

In measures designed specifically for the resource in- 
dustry, the federal government in its budget of November 
16, 1978 proposed to increase the rate of write-off of 
development expense to 100% and allow one third of the 
cost of social assets to be included in earned depletion. 
These proposals, in some instances, may provide a slight 
benefit to proposed mines but unfortunately are of no 
benefit to presently operating mines. Other significant 
proposals in the budget, which affect all industry, include 
the improvement of the investment tax credit from 5% to 
7%. The restrictions placed on the use of income deben- 
tures and term preferred shares will result in discon- 
tinuance of a useful and economical method of financing 
new investment through financial institutions. 

Overall, the resource industry is encouraged that some 
improvement has been made and sees this as an indica- 
tion that the federal government recognizes a need for 
new incentives which will stimulate substantial investment 


in new mines, thereby creating job opportunities. 


Equity Silver Mines Limited 


A decision has been made to place the Sam Goosly silver 
property near Houston, British Columbia into production. 
Placer has acquired, for $7,400,000, a 70% interest in 
Equity Silver Mines Limited, which owns the property. The 
plant will have a design capacity of 4,500 metric tonnes 
per day. Construction will commence in April, 1979 with 
start-up expected in mid-1980. The cost of placing the 
property into production will be approximately 
$85,000,000 which initially will be provided by Placer from 
its own resources and by drawing on its existing lines of 
credit. 


Marketing 


The molybdenum market continued to strengthen 
through 1978 as increasing demand caused shortages 
that reached severe proportions. Producers responded by 
increasing published prices. Copper stocks continued to 
decline and a recovery from the severely depressed prices 
of recent years is underway. 

The early months of 1979 have seen increasing de- 
mand for many metals. Although significant economic 
growth in major industrialized countries is not expected to 
take place in 1979, favourable markets for molybdenum 
and copper should continue. 


Operations 


A labour dispute at Gibraltar halted production after only 
21 weeks of operations in 1978. The mine remained 
closed until February 6, 1979, when the strike was settled. 


: Senior officers of the Placer group of companies are shown against Vancouver's skyline. Left to right are: Paul C. Evans, 
President, Placer CEGO Petroleum Limited; Alan G. Horton, President, Placer Amex Inc.; Lory C. Fairfield, Vice-President, 


' Personnel and Industrial Relations; Lawrence Adie, Vice-President, Exploration; John A. Butterfield, Vice-President, 
| Marketing; Thomas H. McClelland, Chairman of the Board; Ross G. Duthie, President and Chief Executive Officer; James L. 
‘McPherson, Senior Vice-President; James H. Eastman, Vice-President, Project Developments; John M. McConville, 

Vice-President, Administration and General Counsel; Anthony J. Petrina, Vice-President, Operations. Not shown: Robert 


Needham, Vice-President, Australasian Operations. 


Craigmont, which is nearing exhaustion of its ore re- 
serves, anticipated last year that operations would cease 
during the first quarter of 1979. Improvements in the 
copper market and a high level of operating efficiency 
achieved by mine personnel enabled Craigmont to in- 
crease its earnings in 1978 and has permitted manage- 
ment to extend operations. The current estimate is for 
underground mining to continue into the fourth quarter of 
1979, with copper concentrate production extending into 
the first quarter of 1980. 

At Endako, because of the strong market for molybdic 
trioxide, plans are underway to increase roasting capacity 
to 10,800,000 kilograms per year from 7,700,000. The 
new roaster, to be completed in the second quarter of 
1980 at an estimated cost of $4,000,000, will process 
molybdenum disulphide from other mines on a purchase 
or toll basis, to improve the Canadian supply situation. 
Construction has commenced on a $2,200,000 facility to 
produce high purity, lubricant-grade molybdenum disul- 
phide for sale to lubricant manufacturers in Canada, the 
United States, Asia, and Australia. Production will com- 
mence by June, 1979. Initial revenues from the 
lubricant-grade molybdenum concentrate will not be sig- 
nificant compared to other molybdenum sales, but will 
provide further processing within Canada and product 
diversification. 

Placer CEGO Petroleum Limited, the Company's oil 
and gas subsidiary, participated in a record number of 99 
wells commenced in 1978 in western Canada. Of this 
total, 8 wells were still drilling at year-end. Production of oil 
and natural gas liquids reached a new high of 1,021,000 
barrels in 1978, primarily as a result of continued de- 
velopment in the Eagle field in northeastern British 
Columbia. 


Exploration 


As it has in past years, Placer carried out exploration 
projects in different parts of the world for a wide variety of 
minerals. Energy related minerals were of special interest 
to the Company together with those, such as copper and 
molybdenum, which are basic to industrial activity. A total 
of $12,106,000 (1977 — $9,916,000) was expended on 
exploration in 1978 and was distributed as follows: 
Canada 39%, United States 36%, Australasia 18%, and 
other countries 7%. Additionally, a total of $11,008,000 
was expended, primarily in western Canada, for oil and gas 
lease acquisition and exploration drilling. 


Officers and Directors 


Mr. A. E. Gazzard, who has served as a Director since 
1960, has advised that he will not be standing for re- 
election at the Annual General Meeting. Mr. Gazzard joined 
the Company in Australia in 1937 and served in several 
senior positions including that of Managing Director and 
Vice-President of Operations in Australia. In 1968 he was 
appointed Executive Vice-President and was subse- 
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quently Senior Vice-President until his retirement in 1971. 
The Board wishes to acknowledge his valuable contribu- 
tion to the Company over this long period. No successor is 
presently being recommended by the Board and accord- 
ingly, it is proposed that the number of Directors be re- 
duced to ten. 

Robert Needham, formerly General Manager of Placer 
Exploration Limited, was appointed Vice-President, Au- 
stralasian Operations for Placer and Managing Director of 
Placer Exploration. He succeeds E. Jack Eldridge who has 
become Chairman of the Board of Placer Exploration. 

Lory C. Fairfield, formerly Director, Personnel and In- 
dustrial Relations, was appointed Vice-President, Person- 
nel and Industrial Relations effective March 1, 1979. 


Personnel 


Placer and its subsidiary and associated companies em- 
ployed a total of 2,389 persons (1977 — 2,640) on 
December 31. From this total, 804 persons were directly 
employed by Placer at an annual wage and benefits cost of 
$16,441,000. 


Outlook 


The rapid recovery in metal markets which became evi- 
dent in late 1978 and early 1979 should have a positive 
effect on 1979 earnings. Cause for concern, however, is 
provided by the continued rise in labour costs, high in- 
terest rates, and currency instability. 


On behalf of the Board of Directors, 


T. H. McClelland, Chairman 


Jes 


R. G. Duthie, President 


Vancouver, B.C. 
March 2, 1979 


Review of 1978 


Development drilling in the Eagle field near Fort St. John, northeastern British Columbia, continued through 1978. 


Markets 


General 


The moderate economic expansion of Western Bloc 
countries which continued through 1978 has led to 
increased demand for most commodities. For some 
metals, surplus stocks and/or excess production capacity 
tended to suppress prices for much of the year, but by 
early 1979 the prices of almost all metals had improved 
significantly. 


Molybdenum 


Continued activity in the oil and gas pipeline sector of the 
steel industry was an important factor contributing to 
sustained growth in the demand for molybdenum. Con- 
sumption increased by the traditional 6-7% over 1977, and 
real shortages developed in most markets. Producer 
prices were increased twice in 1978 and again on January 
1, 1979 to reach a new level of U.S. $14.46 per kilogram 
(U.S. $6.56 per pound) for molybdic trioxide CIF Japan 
or Europe. 

The strong market has prompted renewed interest in 
new mine development with as many as five primary and 
two by-product mines in North America now under 
evaluation for possible start-up by 1986. At least some 
of these supplies appear needed to fill the steadily increas- 
ing demand. 


Copper 


Consumption of refined copper in Western Bloc countries 
increased by nearly 5% to about 7,200,000 metric tonnes 
in 1978. Mine and refinery production was interrupted by 
political instability in Africa and by closures and strikes in 
North America. Reported metal stocks held by producers 
and metal exchanges were reduced significantly but large 
surpluses remained which held the average 1978 LME 
price for wirebars to about U.S. $1.37 per kilogram (U.S. 
62¢ per pound). 

Some further improvement in consumption is antici- 
pated in the first half of 1979 and additional declines in 
refined stocks are currently projected. As a result, copper 
prices in the current year should be significantly better 
than those of 1978. In the first two months of 1979 the 
price rose to the U.S. $1.98 per kilogram (U.S. 90¢ per 
pound) level. 


Zinc 
Zinc consumption improved during 1978, particularly in 
the United States where automobile production and resi- 
dential construction have been strong. However, the im- 
provement has been restrained by slow growth in capital 
expenditures and by increasing use of thin-wall die cast- 
ings in the auto industry. 

Many producers lost production through strikes, cut- 
backs, and work holidays, which reduced their effective 
use of capacity to about 76%. These production losses, 
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together with Sino-Soviet purchases, led to a firmer mar- 
ket and ultimately to price increases during the latter part 
of the year. 


Mercury 


Demand in most countries increased slightly during the 
year, and mine closures in Spain, Italy, and Mexico caused 
production to fall below consumption. Adequate supplies 
are available, however, from large stocks which have been 
built up in past years. During 1978, prices remained fairly 
stable at around U.S. $153 per flask (a flask contains 34.5 
kilograms or 76 pounds). The price rose to the U.S. $200 
per flask level in the early months of 1979. 


Coal 


Thermal coal markets were depressed during the latter 
part of the year. United States utilities worked down inven- 
tories built up prior to a strike whose effects were less 
severe than anticipated. Prices for non-contract sales fell 
because of reduced demand. Utilities are increasingly 
pressing for coal of a grade (primarily low sulphur) which 
allows them to comply with state limits on emissions. 


Gold 


During 1978 the price of gold reached new record high 
levels of about U.S. $7.88 per gram (U.S. $245 per ounce). 
Much of the price increase was caused by speculation 
against the weak U.S. dollar. In the long term, mine supply 
is expected to continue a decline which began in 1970. 
The long-term price outlook is therefore reasonably good. 


Silver 


The market fundamentals for silver remain favourable and 
the deficit between mine supply and industrial consump- 
tion increased from 5,070,000 kilograms in 1977 to about 
5,600,000 kilograms during 1978. The supply deficit is 
expected to continue and may increase with improving 
economic conditions. 


Oil and Gas 


The current price per barrel of western Canada crude oil is 
$12.75 FOB Edmonton, Alberta. A recent agreement be- 
tween the federal and provincial governments will in- 
crease this price by $1.00 per barrel on July 1, 1979, and 
by an additional $1.00 per barrel on January 1, 1980. 

The current price for natural gas in Canada is $2.00 per 
million BTU’s, FOB Toronto gate. The gas price is based 
upon 85% BTU value of the price for crude oil which will 
result in two price increases at the Toronto gate of ap- 
proximately 16¢ per million BTU on August 1, 1979 and 
16¢ per million BTU on February 1, 1980. The current 
export price for natural gas is U.S. $2.16 per million BTU at 
Emerson, Manitoba and may only be changed by the 
federal government. 


Yearly average copper prices per kg* (in U.S. cents) 
240 


180 


Yearly average molybdenum prices per kg* (in CLS. dollars) 
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*L.M.E. cash settlement wire bar 


Yearly average zinc prices per kg* (in U.S. cents) 
100 


1969 1970 1971 1972 1973 1974 1975 1976 1977 1978 
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*European producer price 


Exploration 


Hard Minerals 


Agreements to earn major positions in a number of pros- 
pects were completed. 

In late 1978, an agreement was completed in which 
Placer acquired a 70% interest in Equity Silver Mines 
Limited, owner of the Sam Goosly silver-copper-gold 
property near Houston, British Columbia. The decision to 
proceed with development of the property was made on 
March 2, 1979. Placer’s preliminary calculation of mine- 
able reserves is 27,970,000 tonnes grading 106.3 grams 
silver per tonne, 0.384% copper and 0.960 grams-gold 
per tonne. 

Agreement was reached with Adanac Mining and Ex- 
ploration Limited in December for the ultimate purchase 
of a 70% interest in Adanac’s Ruby Creek molybdenum 
property near Atlin, British Columbia. Diamond drilling 
and additional studies will be carried out in 1979. 

In September, Placer Amex entered into a joint venture 
agreement to explore a uranium deposit situated in Ore- 
gon, approximately ten miles northwest of the McDermitt 
Mine. Placer Amex’s interest in the joint venture is 51%. 
Further testing and evaluation is planned. 

Work continued on the Howard’s Pass lead-zine prop- 
erty on the Yukon - Northwest Territories border. Diamond 
drilling amounted to 4880 metres on two main areas of 
interest and was successful in expanding the size and the 
tonnage potential in one zone. This programme is being 
funded by U.S. Steel which is continuing its option to 
purchase a 49% interest. Diamond drilling was also carried 
out on the Clea tungsten prospect adjacent to the How- 
ard’s Pass project and will be continued in the 1979 
field season. 


In eastern Canada, a programme of limited diamond 
drilling was continued in the Restigouche - Murray Brook 
area of New Brunswick. Several uranium prospects in 
Quebec were investigated. 

Exploration in the United States was directed toward the 
search for uranium, coal, lead, zinc, and precious metals. 

A programme of exploration continues in Australasia, 
focusing mainly on gold and molybdenum. 

Exploration in Latin America was principally focused on 
gold, silver and copper. Three projects in Chile are being 
carried out in partnership with Inmetal Ltda., a subsidiary 
of Cia. Electro Metalurgica S.A. which produces steel 
products for the mining industry. 


Oil and Gas 


Placer CEGO participated in 26 exploratory wells (1977 — 
27) of which 11 were classified as gas wells and 2 as oil 
wells, with 13 abandoned. In the Kaybob area of Alberta 
the Company participated in 2 wildcat wells; one of these 
discovered gas in the Viking zone with a dual, Lower 
Cretaceous gas and Nisku oil discovery in-the second. 
During the year CEGO’s acreage position in this area was 
increased to 6,950 hectares. An active drilling pro- 
gramme, utilizing two drilling rigs in which CEGO holds a 
25% interest, is underway. 

Drilling has commenced on the fifth well on Block 21/2 
in the North Sea to test the Jurassic formation near a 1977 
oil discovery. Early in 1979, drilling will commence on the 
sixth well on this block to test the Lower Cretaceous 
formation near an earlier gas discovery. Placer CEGO’s 
carried interest in this programme is 6.25%. 


Operations 


CANADA 


Endako Mines Division (100% interest) 


Earnings in 1978 reflected the continual improvement in 
the molybdenum market. 

Mining, milling and production exceeded original esti- 
mates in the mining plan. The mine’s production of 
6,363,000 kilograms of molybdenum disulphide does not 
include 629,000 kilograms purchased by the mine or 
processed on contract in its roasters. Roasting capacity 
will be increased from the present 7,700,000 kilograms of 
molybdic trioxide per year to 10,800,000 kilograms by 
mid-1980. Construction started on a new facility for the 
production of lubricant-grade molybdenum disulphide. 
This plant will supply customers manufacturing specialty 
lubricants in Canada, the United States, Asia and Australia 
when it commences production in mid-1979. 

Mining in the southeast pit was completed in October 
and all ore production is now from the Denak pit where the 
removal of approximately 765,000 cubic metres of over- 
burden by contractor was completed earlier in the year. 

Ore reserves were estimated on December 31 at 
219,000,000 tonnes at an average grade of 0.082% 
molybdenum‘* at a cut-off grade of 0.048% molybdenum. 
This is an increase of 9,000,000 tonnes over the 1977 
estimate and reflects the fact that higher metal prices 
make it possible for formerly uneconomic material to be 
reclassified as ore. 

Negotiations with Local 17 of the Canadian Association 
of Industrial, Mechanical and Allied Workers (CAIMAW) 
were not successful and production by the mine was 
reduced by a strike on February 15, 1979. 


*Grade was formerly reported as the percentage of molybdenum disul- 
phide contained in the ore. For greater accuracy this has been changed 
to percent of contained molybdenum. 


Endako 
Years ended December 31, 
1978 1977 


$84,335,000 $78,065,000 
$23,902,000* $15,800,000 
$19,557,000 $18,548,000 


FINANCIAL 

Gross revenues 
Income and resource taxes ..... 
Nerealinindse 024.00 waves: 


OPERATIONS 


Ce 


Oremilled—t... bcAs Sas ee eas 10,657,000 9,085,000 
Daily average —t........... 32,500 26,400 
Grade — 2iMOi.2 wha lab ois 0.081 0.097 
Recovery of 

molybdenum —% ........ 73.50 78.80 

Contained molybdenum 
produced —kg ............ 6,363,000 6,905,000 
purchased —kg............ 119,200 145,600 

Contained molybdenum 
shipped —Kg)5 css G60. sess os 6,150,000 7,840,000 

Inventory at year-end —kg..... 1,564,000 = 1,346,000 


*Higher taxes result from higher pre-tax earnings and the reduction of 
earned depletion credits. 


Placer CEGO Petroleum Limited (100% interest) 


Development wells drilled during the year totalled 65 and 
resulted in 35 gas, 20 oil, and 2 injection wells. Eight wells 
were plugged and abandoned. 


Placer CEGO 
Years ended December 31, 
1978 1977 


FINANCIAL 
Gross revenues 
Income taxes 
Net earnings* 


$18,198,000 $15,021,000 
$ 3,835,000 $ 2,484,000 
$ 3,220,000 $ 2,991,000 


Ci 


OPERATIONS 
Oil and natural gas 

liquids produced — bbls 
Natural gas produced — m° .. 


1,021,000 796,200 
.. 242,200,000 295,800,000 


*Net of amortization of excess consideration paid over underlying 
book value of net assets acquired. 
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Year-end estimated reserves before deduction of royalty 
are as follows: 


Proven! Probable? Total 

Crude Oil 

(barrels) 8,410,000 7,212,100 15,622,500 
Natural Gas 

(m?) 3,800,400 1,056,200 4,856,600 
Natural Gas 

Liquids(barrels) 1,389,500 31,400 1,420,900 
Sulphur 

(tonnes) 224,000 28,000 252,000 


‘Proven reserves are considered to be those reserves which, to a high 
degree of certainty, are recoverable at commercial rates under present 
depletion methods and operating conditions, and current prices and 
costs. 


?Probable crude oil reserves are considered to be those reserves com- 
mercially recoverable as a result of the beneficial effects which may be 
derived from the future institution of some form of enhanced recovery 
scheme or as a result of the more favourable performance of the 
existing recovery mechanism than that which could be deemed to be 
proven at this time. 


Placer CEGO’s gross land holdings of 1,212,000 hec- 
tares were equal to a net total of 373,000 hectares at 
year-end. 

The Eagle field near Fort St. John, British Columbia, 
continues to be of considerable significance for Placer 
CEGO. At year-end, 29 wells were producing at a rate of 
3,344 barrels per day. Placer CEGO has a 50% interest in 
the wells and in production. Preliminary reservoir studies 
indicate that pressure maintenance and water flood injec- 
tion is feasible and economically desirable. A 14-well, infill 
drilling programme is in progress as part of a recovery 
project which is expected to double primary recovery from 
the reservoir. 


Gibraltar Mines Limited (71.9% interest) 


A labour dispute halted mining operations on May 26 and 
extended through to the end of 1978. Prior year compari- 
sons will, therefore, reflect unequal operating periods. 

The dispute with Local 18, CAIMAW, followed the com- 
pany’s rejection of union demands amounting to an in- 
crease of 30% over two years. The union delivered strike 
notice and engaged in disruptive actions which left the 
company with no alternative but to initiate a lock-out on 
May 26. The lock-out was lifted on October 4 and the 
union immediately initiated strike action which continued 
through February 6, 1979. With the assistance of the 
British Columbia Department of Labour a settlement was 
then reached in which striking workers returned to their 
jobs with the most significant unresolved issues subject to 
binding arbitration. The new collective agreement extends 
to February 29, 1980 with a possible extension beyond 
that date at the union's option. 

Stage II of the Gibraltar East pit will become the major 
source of ore when the present Stage | mining of the 
Pollyana pit ceases. The cost of stripping overburden and 
removing waste rock in Gibraltar East will reach an esti- 
mated $24,300,000 during Stage II mining. Gibraltar’s 
past practice has been to charge stripping costs against 
current year’s income but due to their magnitude, these 
costs will now be capitalized and written-off over the three 
to four years of Stage Il mining. 

The molybdenum recovery circuit was reactivated in 
January in response to price improvement. 

Estimates of mineralized reserves on December 31, 
1978 at a cut-off grade of 0.25% copper were 254,000,000 
tonnes at an average grade of 0.36% copper and .009% 
molybdenum. 


Gibraltar 
Years ended December 31, 
1978* 1977 


$22,399,000 $41,247,000 


FINANCIAL 
Gross revenues 


Income and resource taxes ..... $ (1,495,000) $ (227,000) 
LOSS i aaa te ees $ 2,381,000 $ 142,000 
Dividends Daidone se ie a $ 5,706,000 
OPERATIONS 
Ore milled == to Aas weenie: 5,136,000 12,765,000 
Daily average —t........... 35,400 35,200 
Grade — % copper.......... 0.38 0.38 
Recovery of copper —% ..... 83.68 82.06 
Concentrate produced—t..... 60,400 140,200 
Copper in concentrate —kg.... 16,327,000 39,364,000 
Copper concentrate 
SIHD PEC a—t eee ree as 74,400 144,600 
Inventory at year-end—t ...... 800 15,200 


“Normal mine operations were halted by a labour dispute which 
lasted from May 26, 1978 to February 6, 1979. 


Craigmont Mines Limited (44.59% interest) 


Earnings improved significantly due to lower unit costs of 
production resulting from a higher grade of ore milled and 
improved mining efficiency. 

The mine continues to produce underground ore at a 
cut-off grade of 1%. Although it is now mining the last of its 
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ore reserves, the above factors together with the higher 
copper price have made it possible to bring additional 
material, previously considered subeconomic, into the 
estimates of ore reserves. Underground mining is ex- 
pected to continue into the fourth quarter of 1979, with 
production of concentrate to continue into the first quarter 
of 1980. A one-year, collective agreement, to January 28, 
1980 has been signed with Local 6523 of the United 
Steelworkers of America. 

Exploration for new ore reserves in the area of the mine 
was not successful. Approximately 145 kilometres north 
of the mine, copper mineralization ranging from 0.75% to 
4.14% was discovered in a diamond drilling programme 
carried out in late 1978. Further testing of this prospect is 
required before its value, if any, can be established. Esti- 
mates of ore reserves, based on exploration to date, do not 
indicate a potential mine. 


Craigmont 
Years ended October 31, 
1978 1977 


FINANCIAL 
Gross revenues 
Income and resource taxes 
Net earnings 


$21,827,000 $19,916,000 
$ 3,455,000 $ 2,233,000 
$ 3,572,000 $ 2,359,000 
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Dividends paid... snc.mcis oes: $ 4,062,000 $ 4,062,000 
OPERATIONS 
Oremilled-—— tsa ee ere 1,907,000 1,860,000 
Daily average —t........... 5,300 5,100 
Grade — % copper.......... 1.38 TAZ 
Recovery of copper —% ..... 92.97 94.65 
Concentrate produced —t..... 85,500 73,500 
Copper in concentrate —kg.... 24,409,000 20,555,000 
Iron concentrate produced —t.. 43,100 38,300 
Copper concentrate shipped — t 73,100 63,800 
Inventory at year-end—t ...... 25,800 14,000 


Mattagami Lake Mines Limited (N.P.L.) 
(27.12% interest) 


Earnings rose significantly in response to improving mar- 
kets for zinc and copper. Production of these two metals in 
concentrates was 6.5% and 1.0% respectively above plan. 
Recovery of zinc, at 92.7% for the year, was the highest ever 
attained. Proven ore reserves for the mine near Matagami, 
Quebec, were 6,916,000 tonnes at an average grade of 
7.3% zinc, 0.60% copper, 30.86 grams silver and 0.514 
grams gold per tonne. 

At the Mattabi mine near Sturgeon Lake, Ontario (60% 
owned by Mattagami) production of copper and zinc con- 
centrates was close to target while lead and silver produc- 
tion was considerably above target. Ore reserves at year- 
end were estimated at 3,828,000 tonnes grading 7.21% 
zinc, 0.57% copper, 0.74% lead and 95.31 grams per tonne 
of silver. 

The mine at Lyon Lake near Sturgeon Lake remained 
on a care and maintenance basis through the year. 

The electrolytic zinc reduction plant at Valleyfield, 
Quebec, administered by Canadian Electrolytic Zinc 
Limited, operated at about 78% of capacity. Metal ship- 


ments increased during the latter part of the year and 
stocks were reduced to normal levels. 


Mattagami 
Years ended December 31, 
1978 1977 
FINANCIAL 
GTOSSTeEVENUGS, “4........-..%. $99,544,000 $96,010,000 
Income and mining taxes ...... $15,661,000 $12,451,000 
Consolidated net earnings ..... $19,714,000 $11,648,000 
Dividends Dads. 65 fas de es $ 2,661,000 $11,909,000 
OPERATIONS — Mattagami 
Oo (gle 878,500 946,400 
Daily average —t........... 2,400 2,600 
Grade — % zine ............ 7.6 6.6 
Recovery of zinc —% ....... 92.7 92.1 
Grade — % copper.......... 0.52 0.52 
Recovery of copper —% ..... 72.4 76.2 
Zinc concentrate 
PIGGNCCO Ue os Ha ast a oes 116,100 108,500 
Zinc in concentrate —kg ...... 61,576,700 57,840,800 
Copper concentrate 
produced —t .............. 13,600 15,400 
Copper in concentrate —kg.... 3,298,600 3,760,300 
OPERATIONS — Mattabi 
Oremiled— ve... ede a 871,700 934,500 
Daily average —t........... 2,390 2,560 
Grade —% zinc .......6.... 6.5 8.4 
Recovery of zinc —% ....... 87.5 89.0 
Grade — % copper.......... .83 Lot 
Recovery of copper —% ..... 85.5 86.6 
Zinc concentrate 
BROGUCEC — tines tite crcteie ates 91,700 127,300 
Zinc in concentrate —kg ...... 49,573,200 69,115,000 
Copper concentrate 
Broduceag——t Lo. y<stawds sie 25,100 30,900 
Copper in concentrate—kg.... 6,183,400 8,158,900 


UNITED STATES 


McDermitt Mine (51% interest) 


The large stocks of mercury available in the hands of 
overseas producers continued to depress the market and 
production of mercury at the McDermitt mine in Nevada 
was reduced by 20% as a result. This, in turn, increased the 
mine's unit costs and reduced its earnings. Placer’s 51% 
share of the joint venture’s production in 1978 was equal 
to 12,300 flasks. 

Anew study of McDermitt’s ore reserves was completed 
and at year-end estimated mineable reserves were 
2,193,000 tonnes of ore at an average grade of 4.98 
kilograms of mercury per tonne. This figure may vary in 
response to fluctuating market conditions. 

Strict adherence to employee health and safety proce- 
dures was maintained with continued positive results. 
Additional improvements in operating conditions resulted 
in slightly lower mercury levels throughout the plant. 


McDermitt 
Years ended December 31, 
1978 1977 
FINANCIAL 
Company's share of 
GAINING Saar ae ee $356,000 $601,000 
OPERATIONS 
Concentrator feed—t......... 232,400 191,700 
Grade —— KG] th oo. essere paves 4.97 5.85 
Recovery of mercury —% .... 85.7 83.0 
Concentrate produced—t ..... 1,314 1,268 
Mercury produced — flasks .... 24,100 30,100 
Mercury shipped — flasks ...... 18,300 28,350 


Placer Coal Inc. (100% interest) 


This company was incorporated early in 1978 to acquire 
two bituminous coal surface mines in northeastern Ken- 
tucky and a coal-loading dock on the Big Sandy River. 
Operating results for this first year have been disappoint- 
ing and a loss was recorded as a result of declining 
spot sales. 

Increased costs and reduced productivity due to new 
surface mine regulations of the United States Government 
contributed to the loss, although improved operating effi- 
ciency and dock revenues were offsetting factors. 

Coal reserves totalled 975,000 tonnes after analysis of 
drilling results and of leases, plus assessment of the im- 
pact of the new surface mine regulations indicated that a 
large portion of the lease areas are no longer mineable. 
Negotiations are underway to obtain additional coal leases 
in more favourable mining areas. 


Placer Coal 
Year ended 

December 31, 
FINANCIAL WS 
GOSS TeVeNUe sie ee iis aie eee bd oes $6,719,000 
LOSS DelOrerextra@rdinaly.lOSS <6 <is'ajs.5)6 watever $1,143,000 
Extra OrdinalynOssmamenr reste. he Sega cilia as os $4,095,000 
OPERATIONS 
(Grays | Want atero le ths i on Gert oO 5 eee nS 209,700 


*Reduction in economically recoverable coal reserves. 


PHILIPPINES 


Marcopper Mining Corporation (39.89% interest) 


Mill throughput was the highest recorded by the mine 
while the ore grade was above average. This combination 
resulted in production of copper at an appreciably higher 
level than in any previous year. Gold and silver production 
also increased significantly. Geological reserves in Tapian 
were reduced by mining operations to 64,000,000 tonnes 
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with an average grade of 0.57% copper at a cut-off grade 
of 0.4% copper. 

ALS. $34,000,000 loan was obtained for financing the 
development of the San Antonio orebody. By year-end, 
U.S. $13,000,000 of this amount had been drawn to cover 
capital expenditures to date. Two pneumatic dredges were 
assembled and began removing tailing overlying the ore- 
body in July. Anew dam to provide water for the dredging 
and an additional tailing disposal system were con- 
structed to transport the dredged slurries away from the 
San Antonio site. Dredging has been satisfactory in the 
sandy material although some difficulties have been ex- 
perienced in areas of finely ground tailing. Various pro- 
posals for remedying this problem are being tested. 

The two-year study by British Columbia Packers 
Limited and Marcopper on the potential for buying and 
processing tuna fish in the Philippines has shown that the 
resources are available. The economic viability of setting 
up a processing plant is under study. 


Marcopper 
Years ended December 31, 
1978 1977 


FINANCIAL 

Gross revenues 
Income taxes 
Netiearmings. ..).a25 sass sees 


$79,958,000 $52,878,000 
$13,344,000 $ 5,080,000 
$18,850,000 $ 6,542,000 


@: siles0. 0 \8] 6 0 6 vi .e 0, sienie) 


Dividendsipaid sesa.saeeie eee $12,199,000 $11,298,000 
OPERATIONS 
Ore milled —t nee es 9,459,000 9,136,700 
Daily average —t........... 25,915 25,032 
Grade — % copper.......... 0.64 0.56 
Recovery of copper —% ..... 87.2 88.8 
Concentrate produced —t..... 183,200 172,700 
Copper in concentrate —kg.... 54,025,000 47,236,000 
Gold in concentrate —g....... 2,283,400 1,401,000 
Silver in concentrate—g ...... 9,683,600 7,483,000 
Copper concentrate 
shipped’ —=t ware ee 188,400 170,400 
Inventory at year-end—t ...... 12,900 18,000 


AUSTRALIA 


Placer Exploration Limited (100% interest) 


Lower inflation led to some improvement in the Australian 
economy, but this had little effect on industry which gen- 
erally continued a policy of consolidation. Placer Explora- 
tion experienced a loss as a result of a write-down in the 
value of grazing properties and reduced sales. 

Fox Manufacturing Company (100% interest) had sales 
of $27,640,000 (1977 — $33,048,000) reflecting the 
downturn in new business opportunities in Australia and 
difficulty in obtaining new overseas contracts in the pre- 
sent world economic climate. These conditions are likely 
to continue in 1979. A new contract was secured in 
Mexico, while the contracts for conveyors to New Zealand 
and Tunisia should be completed early in 1979. As- 
sociated Plywood Sales (100% interest) suffered from a 
lack of capital projects in Australia, particularly in the 
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building industry although some improvement was evi- 
dent in the last two months of the year. Revenues in 1978 
were $10,191,000 (1977 — $8,083,000). Molybond 
Laboratories (100% interest) had a moderate increase in 
sales during the year and actively pursued overseas mar- 
kets, particularly in Canada and Japan. Northern Cattle 
Company's (50% interest) stock numbers were reduced to 
75,800 cattle and 33,600 sheep (1977 — 79,000 cattle 
and 37,300 sheep) due to seasonal conditions resulting in 
a smaller number of brandings and fewer replacement 
purchases of sheep. There was a marked upturn in the 
industry during the latter half of 1978 and sales increased 
to $2,224,000 (1977 — $1,716,000). 


Placer Exploration 
Years ended December 31, 
1978 1977 
$39,864,000 $42,944,000 
753,000 $ (243,000) 


Gross revenues 
Income taxes. eigen ee $ 
Earnings (loss) before 
extraordinary 1lOSS*:.¢, 7. c. = 
Extraordinary loss* 


euviled eels elisl oils) ele: isis. 


$ (549,000) $ 
$ 1,930,000 


*Reduction in carrying value of Australian grazing properties. 


224,000 
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The Mine Development Process—The Service Sector 


Tradesmen, such as this welder, are an integral part of a successful mining operation. 


The Mine Development Process—The Service Sector 


INTRODUCTION 


In five preceding essays on the mine development 
process, Placer has sought to interpret this complex 
industry for its shareholders and other interested indivi- 
duals. The series to date has dealt with the genesis of 
minerals, an overview of the mining industry, its ad- 
ministration, mineral exploration, mine construction 
and operation. These are the most significant divisions 
of mineral development, but there is another part which 
exists around and between the major functions. It is 
composed of diverse skills, some of which are found in 
every industry and some of which are unique to min- 
ing. This group cannot be classified by such designa- 
tions as “Exploration” or “Administration” because it is 
composed of many activities, different from each other 
and different from the major functions, yet mining 
could not operate without them. This is why the last 
essay in the series will deal with the important role of 
“The Service Sector.” 


Many industries have well-known skills or jobs which be- 
come symbols of the industry as a whole. Mining for 
instance is often represented by a man in overalls, rubber 
boots and hard hat with a lamp; yet the symbol of the 
underground miner holds for only a part of the business 
today. In open pit mining which is common in British 
Columbia, the miner works on the surface, often in the cab 
of a large machine such as an ore truck, drill or shovel. 
Equally important are operators of equipment used in the 
concentration of the mineral. 

Another figure often associated with mining is that of 
the hardy individual from another age who carried out all 
the tasks associated with mining; he staked his claim, 
blasted and timbered his tunnels and loaded and hauled 
his own ore. Few of these miners are left today because 
the physical risks were high. Muscle power alone could 
produce only two or three tons of ore per day, and this is no 
longer sufficient to compete in a world of specialized skills. 

Today the methods and machines have been de- 
veloped which make it possible to mine ores previously 
considered waste because their mineral content was so 
low. Within the last four decades our principal source of 
new mineral production has been these lower quality, but 
more numerous, ore bodies. To handle the higher volume 
of ore, mines and concentrators have become steadily 
larger. Those of 50 to 60 tonnes per day were replaced by 
others capable of processing 500 tonnes per day through 
the concentrator. These in turn gave way to others with 
capacities of 5,000 tonnes per day. The movement toward 
greater capacity continued until today 35,000 to 40,000 
tonnes per day or even larger, is not unusual. 


The Age of Specialization 


The mining of lower grade ore grew in direct ratio to our 
improved ability to use greater mechanization. When 
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Surveying is one of the skills which helps to make 
mining more efficient. Jim Turner and David Rossi 
take a sighting at the west end of the Endako pit. 


mines added to this ability the further refinement of skills 
specialization in the work force, mining efficiency im- 
proved again. The benefits of such specialization are most 
apparent in large mines employing from 500 to 2,000 or 
more people. At such locations a relatively small number 
of people is directly engaged in the production of min- 
erals. Counting those involved directly in ore production, 
such as drillers, blasters, shovel operators and ore truck 
drivers, the number amounts to approximately 25% of the 
work force. Add those engaged in concentrating the ore 
and staff whose jobs are primarily concerned with pro- 
duction, and the ratio is still less than 40%. 

The remainder, about six out of every ten employees, 
constitutes the service sector. Their skills support those 
who are directly involved in the production of ore and 
concentrate. 

A mine has some of the same maintenance problems 
as the average home although they are different in scale. 
For instance, there are electricians, painters, plumbers, 
and carpenters. But there are also certain skills seldom 
used around the home; these are the skills that draftsmen, 
accountants, welders, heavy duty mechanics and mill- 
wrights provide. Such personnel must be located on site 
because mines cannot afford to halt operations and wait 
until a mechanic or machinist travels from town. 

In fact, by maintaining well-equipped repair shops and 
qualified maintenance personnel at the mine, repairs are 


carried out more efficiently because maintenance per- 
sonnel are familiar with the job. The incidence of equip- 
ment malfunction is also reduced because, with a full 
range of journeymen skills available, the mine is able to 
put its equipment on a regular maintenance schedule. 
Each motor, shaft, bearing, belt, chain, tire or seal is 
checked regularly with the result that unexpected equip- 
ment malfunction occurs less often. Full-scale shutdowns 
are planned on a periodic basis so that large repair or 
maintenance jobs can be carried out without undue loss 
of production. 


Warehousing — the Art of Knowing Where 


All modern industries rely heavily on mechanization and 
this means an extensive inventory of spare parts. It is not 
unusual for a large mine to stock up to $5,000,000 in 
replacement parts and materials. Keeping track of hun- 
dreds of thousands of items on warehouse shelves re- 
quires specialized skills to ensure that items are‘on hand 
and at the right location. 

Safety for employees is a full-time responsibility at any 
operation which uses explosives and large equipment. 
The safety supervisor's job is to help employees avoid 


injury and to this end such personal items as hard hats, 
safety shoes and safety glasses are normally provided. 
Other types of protection may include emergency ap- 
paratus for fighting fires, mine rescue, rendering first aid, 
transporting accident victims, or for treating special types 
of industrial injuries. Training to increase the individual 
employee's awareness of safety is another form of protec- 
tion provided by a mine. 

Mines are also concerned for the safety of the general 
public. At some, a security guard at the main gate over- 
sees traffic in and out of the mine since many visitors may 
be unfamiliar with the operation and could be a hazard to 
themselves, as well as the work force. 

The personnel department recruits the many skills, and 
administers the benefit programmes which are generally 
provided by a modern mine. It supplies data to a number 
of government agencies, such as Workers’ Compensa- 
tion, the Mine Safety Officer and Manpower and ensures 
that income tax, unemployment insurance and Canada 
Pension requirements are met. This office also handles 
questions relative to the obligations of the Company and 
the union. Interpretation of this labour agreement is fre- 
quently a complex task. 


Staffs of engineering consulting firms provide important services during the busy months of mine development. 
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Regular servicing and checking of large, mobile equipment by heavy duty mechanics like Jack Fitzer helps ensure that 


mining production commitments are not held up by equipment failure. 


Keeping Track 

A well-run mine has rapid access to information on costs 
and revenues. It is up to the accounting department to 
establish a system that will regularly tell a mine manager 
how the operation is performing financially. This depart- 
ment’s normal responsibilities for such things as payroll or 
accounts payable are often handled today on computers 
and it may also be in charge of purchasing supplies and 
transporting the product out of the mine. 

Another group of employees is located close to 
centers of transportation, communication, finance and 
government. These people may never see the mining 
operation although their skills contribute significantly to its 
efficiency. 

Most mines, for instance, require the services of lawyers 
who, by staying abreast of regulations and proposed legis- 
lation, help the mine to observe the many rules which 
apply to most commercial activities. For instance, legisla- 
tion touches on land use, environment, safety, taxation, 
export trade, foreign exchange and human rights. 

Also operating at a distance from the mine are those 
who market its mineral output. Sales agreements for 
minerals often span months or years, although they may 
also be for single shipments only. Marketing personnel 
need to be aware of the market’s possible movements in 
the weeks or months ahead. They also observe and report 
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on fluctuations in exchange rates and transportation rates, 
marine insurance and marine charters. 

In the purchasing group everything from “C” clamps to 
spark plugs, and from small tires of 15 kilograms weight to 
massive ore truck tires of 3,500 kilograms, are sought, 
evaluated, compared and bought on a routine basis. Noth- 
ing is too large or too small that its price might not be 
lower, its delivery date improved or its reliability in service 
increased. This group often helps suppliers and manufac- 
turers by passing suggestions from operators back to 
them. The result is frequently improvement in perform- 
ance or safety features of the product. 

Computer services are often located close to the ad- 
ministrative centre of acompany since they service a large 
number of departments. Within a few minutes the compu- 
ter may assist an engineer in the design of an open pit, 
send payroll data over hundreds of miles of telephone line 
to print cheques at the mine site, project the profit figures 
for a potential mine and, working within an economic 
model, forecast market demand and metal prices for 
years into the future. 

Shareholders receive quarterly and annual financial 
reports on company affairs and the preparation of these 
reports requires other specialized skills. Again, this job 
is best carried out in proximity to financial and print- 
ing services. 


Special Problems — Special Skills 


A third group contributing to the success of a mine is 
composed of people who are not employees. In this group 
are consultants such as the soils testing engineer whose 
sophisticated instruments and knowledge will verify the 
stability of a tailing dam; the firm of legal specialists in 
labour, or tax matters which assists in analyzing the impact 
of legislation on a proposed course of action; the small 
manufacturer whose specialty might be fiberglass com- 
ponents and who serves not only mining, but pulp and 
paper, petroleum and chemicals; or the consultant who 
has found that a market exists for technical advice on 
environment protection. 

The need for environment protection is recognized by 
industry. Dust collectors, electrostatic precipitators and 
numerous other sophisticated devices are required at 
many locations and are supplied by a new kind of technol- 
ogy which did not exist thirty years ago. 

The following examples of typical jobs in the service 
area have been selected to illustrate the foregoing general 
statements. The individuals chosen here as examples, 
represent many others, all of whom contribute to the 
efficient operation of Placer. 


Ira Slater 


The blacksmith is no longer the common sight that he 
once was, but in the mining industry a large measure of 
self-sufficiency is necessary, and blacksmithing is still a 
valued skill. 

Ira Slater joined Craigmont in 1962. He uses the tradi- 
tional implements of his trade: the hammer, anvil, hotsaw, 
and forge. Although some modern improvements have 
been made in the form of trip hammers and motorized 


bellows, the essential ingredient of judgment must still be 
supplied by the tradesman. Ira has contributed to the 
mine’s efficiency by fabricating metal tools or devices not 
readily available from suppliers, such as scaling bars, 
bullhorns, vent duct hangers, and belt chisels. 

Often a mine will use innovative solutions for particular 
problems. Thus, when lumber skidders were rebuilt for 
use in underground mining, the blacksmith’s skills were 
added to those of mechanics and welders so that each 
unit was, in effect, custom made for its new job. 
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Curley Colwell 


Curley Colwell has been a purchasing agent for the Placer 
group of companies for 28 years. Basically, his job is 
locating the best goods or services at the least cost, but 
that definition is, perhaps, too simple. 

Materials which wear out or fail to perform as expected 
are much more costly than their price tag would indicate. 
For instance, by the time a diesel generator has been 
flown into a remote work site, placed in service and found 
not to have the required dependability, the cost of field 
repairs or returning it to a supplier can become exorbitant. 
A higher-priced unit with a proven and reliable record of 
service would have been the less expensive purchase in 
the long run. 

A buyer for a mining company should have a good 
general knowledge of the industry because he makes 
decisions on such diverse items as reagents for min- 
eral flotation, high pressure pumps, corrosion-resistant 
metals, idlers, pulleys and truck tires. He may also 
negotiate transportation contracts or buy first aid and 
mine rescue equipment. 

Because of the range of goods or services in which he 
deals, the buyer is usually located close to a business 
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centre where suppliers and transport are available. That is 
why a few skilled buyers in large centres provide a valuable 
service to the mine. They can devote their time to finding 
the best product at the best price, allowing the mine to 
concentrate on the production of saleable minerals. 


Elaine Wolfson 


Among the many measures taken to safeguard employ- 
ees at work is that of having a trained first aid attendant on 
duty at all times. 

Elaine Wolfson has been a first aid attendant- 
warehouseperson at the Endako mine since 1974 and 
holds an Industrial First Aid B Ticket. 

She has been trained to give speedy assistance to in- 
jured workers and to minimize their discomfort. Providing 
prompt attention can reduce the extent of an injury and 
prevent more serious complications. 

Fortunately, there are few calls for Elaine’s first aid train- 
ing and most of her time is spent as a warehouseperson. 
Her responsibilities here include shipping, receiving, stor- 
ing and issuing parts and supplies. Inventory control is 
another warehouse responsibility that contributes to the 
mine’s efficiency. 


John Eckersley 


The proliferation of rules and regulations affecting mining 
has led companies to retain full-time legal counsel. 
John Eckersley, one of three staff lawyers, joined Placer in 
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1973 after obtaining degrees in, and practicing, both law 
and geology. 

Familiarity with the industry and with the Company's 
particular activities in that industry is a primary reason for 
in-house legal counsel. A full-time corporate lawyer will 
often anticipate and avoid problems before they arise. 

John Eckersley deals with all legal matters referred to 
him. These are primarily contracts of various kinds — 
exploration options, construction, and transportation and 
marketing contracts. He is specifically assigned respon- 
sibility for Endako marketing contracts and all Gibraltar 
legal work except employee housing. Currently he is 
handling all legal matters related to the Equity Silver pro- 
ject. 

In the realm of government, John and many other 
specialists in the industry study all new or proposed legis- 
lation for its potential impact on the industry. 

Outside legal firms may still be used because their large 
staffs, research facilities and specific expertise represent a 
valuable extension of any corporate legal service. Even 
here, however, the Company's legal staff will be closely 
involved to ensure that the most efficient use is made of 
the outside counsel's time and skills. 


Operating Review 1978-1976 


The Company's earnings are dependent primarily upon 
the price levels and sales volumes of molybdenum prod- 
ucts and copper concentrate, two of its principal products. 


1978 compared with 1977 


Net earnings decreased 6% to $20,184,000 from 
$21,509,000 after reduction by two extraordinary items 
totalling $6,025,000. Earnings before extraordinary items 
increased 22% to $26,209,000 from $21,509,000 mainly 
as a result of improvements in the earnings of associated 
companies, Marcopper, Mattagami and Craigmont which 
were attributable to higher sales volumes and metal 
prices. The Company also benefitted significantly from 
the premium on its U.S. dollar revenues. 

Adverse factors were the losses incurred by Gibraltar as 
a result of a labour dispute which disrupted operations 
from May 26, 1978 to February 6, 1979 and by Placer Coal 
Inc., which was acquired in 1978, primarily because of 
production changes required to comply with new mining 
regulations. 

Molybdenum was the most significant contributor to 
earnings. Its average price increased 35% but sales in- 
creased only 7% to $83,406,000 because of a 22% decline 
in sales volume. Gibraltar’s copper sales decreased 
$19,000,000 due to a volume reduction of 51% arising 
from the labour dispute. The new coal operations con- 
tributed $6,664,000 to sales. 

Cost of sales decreased 13% mainly as a result of the 
disruption of production at Gibraltar. 

The increase in exploration activity in the United States 
was the main reason for a $2,190,000 or 22% increase in 
exploration expense. 

Interest expense, including foreign exchange, increased 
$2,134,000 or 37% as a result of additional loans, higher 
interest rates and the weaker Canadian dollar. 

Income and resource taxes increased $6,670,000 or 
43% primarily because of Endako’s higher pre-tax earn- 
ings and less depletion allowance available for deduction 


from the mining income generated by that division. 

Two extraordinary items reduced 1978 earnings. The 
value of the newly acquired U.S. coal properties was 
written-down by $4,095,000 to reflect a reduction in eco- 
nomically recoverable coal reserves. The Company's in- 
terest in grazing properties in Australia was also written- 
down by $1,930,000 when a lower valuation of some of 
the properties was determined. 


1977 compared with 1976 


The increase in the price of molybdenum on international 
markets made the most significant contribution to the 
20% improvement in earnings to $21,509,000 from 
$17,960,000. The Company also benefitted from the 
premium on its U.S. dollar revenues. Earnings were ad- 
versely affected by the low price of copper which averaged 
U.S. $1.30 per kilogram (U.S. $0.59 per pound) on the 
London Metal Exchange. 

Endako’s molybdenum sales increased 58% to 
$77,718,000, of which 73% was attributable to higher 
prices and 27% to volume. Gibraltar’s copper concentrate 
sales increased 48% to $39,291,000, essentially due to a 
19-week strike in 1976. Oil and gas sales included 
$12,557,000 as a result of the acquisition of Canadian 
Export Gas & Oil Ltd. (CEGO) at a total cost of 
$53,808,000. 

Cost of sales increases were primarily related to higher 
volumes of molybdenum, copper concentrate and manu- 
factured products. 

Increases in other expenses primarily resulted from the 
acquisition of CEGO. 

Taxes increased 93% to $15,560,000 because of higher 
eamings from molybdenum sales and the acquisition of 
CEGO. 

Placer’s share in after-tax earnings of associated com- 
panies decreased $4,848,000 or 44% due to a non- 
recurring credit of $3,040,000 in 1976 and poor market 
conditions for copper and zinc. 


Consolidated Balance Sheets 
PLACER DEVELOPMENT LIMITED AND SUBSIDIARIES 


ASSETS 
CURRENT ASSETS: 


Cash and time deposits .... 


i 


Marketable securities, at lower of cost and market value ....................... 


Accounts receivable ....... 


i 


Receivables from:associated companies ©....... . auen eee ieee 


Inventories (Note 4) ....... 


INVESTMENTS: 


i 


Associated:companies (Note 5): . 2 S12: osc eer eee tere ces 


Other assets, at cost....... 


oc eee ee ewe ew oe ee ee wee eee eee eee eee eee ee eee ee ee oo 


PROPERTY, PLANT AND EQUIPMENT (Note 6): 


Buildings and equipment .. 


Properties and development 


*Restated (Note 2) 
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Ce ee ey 


Ce 


December 31, 
1978 1977 

(in thousands) 
$ 43,273 $ 27,594 
13,305 8,123 
27,812 35,060 
7,160 6,986 
33,369 33,291 
124,919 1113054 
67,495 62,214 
_ 5,481, aaa 
72,976 66,921 
82,157 80,840 
97,294 714,554 
179,451 155,394 
$377,346 $333,369 


December 31, 


1978 1977 
(in thousands) 
LIABILITIES AND SHAREHOLDERS’ EQUITY 
CURRENT LIABILITIES: 
Becounts payapicrand accrued liabilities %x.... sn oes ds eon ee se fe 6 sees a wee $ 32,802 $ 26,792 
MeeeranailesOUlCe LaXCSIDAVADIC tk. os ce os oe oe aoe wre ae Rene ee as Has oe aes 20,106 10,719 
Boracre mince Dic UicIWiIthITOMGVEAl a... teen aus o5.4 os hss 4s ee 4d ye eee 11,024 35709 
63,932 41,220 
PMNS OSM IOLGE/ Jierya tors 8 oe 2a) ie ac cise we ei clos natn ee eae be ome 46,920 Siap (as: 
Pepe hE OC OME AND RESOURCE TAXES wick bic. foe ee tele cee we ba eh 16,941 15,782 
Pee Gh hilo SOBSIDIARIES a2 a: ho eishs 0) fo. cee eee eee vee te eee 17,652 18,321 
SHAREHOLDERS’ EQUITY: 
Share capital (Note 9) — 
Authorized, 20,000,000 common shares 
without nominal or par value 
Issued, 12,112,491 shares (1977 — 12,098,620) 
less 7005 -neidi bya subsidiaty (197 (122.78) us oes tiem ek ae oo oe 9,474 9,155 
SOMO ULE SUC DLs pee tere nee pee Lenn Oat) avec sia Sotexe occas a gies mien ra 8,773 S773 
ammings reinive stequin the DUSIMNESS #2... fof sc acne oe + wettest wrecerenngele) suerte ose © 213,654 204,363 
231,901 222,291 
$377,346 $333,369 


Subsequent event (Note 16) 


APPROVED BY THE BOARD: 
R. G. Duthie, Director 


T. H. McClelland, Director 
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Consolidated Statements of Earnings 
PLACER DEVELOPMENT LIMITED AND SUBSIDIARIES 


REVENUES: 


EXPENSES: 
Gost Of Sales) mites ons 65-5! x Seew gel ieaecoee cree ret en ce 
Depreciation tie aah < oo. os sce os Sean eee aoe Re ren nen oes cc he hve eee 
Depletion 3 5.6.5.5 dic ate sian aro veg co ohne ss ie lo olan ie IE ote ee MRE ete erator 
Selling; generaland administrative. .. ..2c5. 6 ae eee ec eee 
Interest and exchange loss (Note 7) ..). 2.22. 1 ieee et ee oe ee 
a.48) (@) f-|4'6) | a ar earner ee RP ASEAN AL an oo cg a ee nO OC tt 


Eamings before taxes and otheritems.....2...4.5.->) a eee 
INCOME AND RESOURCE TAXES (Note 8): 
GAS c= q aaa ane ar eS PE a Fils dS 5 35 LO Om ACA OL Oma A ON 
Deferred ja ingen sas oa a4 0b ohare os ada jalcavio eu cae Eee he eee eae eee Se ee 


Eamings'before the following . ... :...0/s< 2s oe ee ee ee ees 
Equity in after-tax earnings of associated companies (Note 5) .................04- 
Minority interests in.losses of subidiaries .. .. 2.22). 52 eee eee eee eet 


Eamings before extraordinary items .2......00 see eet 
Extraordinary items (Notes 3:and'5)) 2. 2.2. 42 teens en ee 


NET EARNINGS: sue ciccjecaee oo a 5 oe ele cake nk coc el ee or cers 


PER COMMON SHARE: 
Earings before extraordinary items 22. =. «freee ee ee 


Netearnings so. ccc aie ete os Sia oe ce Seg cane ee ae ee re rt oP 


Consolidated Statements of Earnings 


Reinvested in the Business 
BALANCE, BEGINNING OF YEAR: 
As previously reported: 6 i... wessiers ciel svn catty Sora) ase ea eaters oe oe eae Noe ee 
Adjustment of foreign exchange losses on long-term debt (Note 2) .............. 
ANS PES tates ac ele weer at acs tae ckcclracaile 47000 akg RRND a re arg 
Net earnings: oss iiescc ole cscs eres iayesr ceil = Saal =: cee a eee ee 
Dividends — $0.90 per share:(1977 — 30:80)". . ee av 
BALANCE, END OF YEAR ac crccsrtcne eee cs «sire oce Sue ae tee cee nea 


*Restated (Note 2) 


Years ended December 31, 


1978 1972 
(in thousands) 
$170,319 $177,100 

8,814 7,691 
179,133 184,791 
98,635 112,746 
9,198 seayihit 
5,269 4,737 
12,435 113335 
7,911 Bere 
12,106 9,916 
145,554 154,002 
33,579 30,789 
20,731 13,254 
1,499 2,306 
22,230 15,560 
11,349 15,229 
14,191 6,240 
669 40 
26,209 21,509 
(6,025) = 
$ 20,184 $ 21,509 
$2.17 $1.78 
$1.67 $1.78 
Years ended December 31, 
1978 1977* 
(in thousands) 
$203,607 $192,515 
756 — 
204,363 192,515 
20,184 21,509 
(10,893) (9,661) 
$213,654 $204,363 
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Consolidated Statements of Changes in Financial Position 
PLACER DEVELOPMENT LIMITED AND SUBSIDIARIES 


Years ended December 31, 


1978 1977S 
FINANCIAL RESOURCES WERE PROVIDED BY: hee 
PMA DeTOFS CXLFAOIGINALY IMCIMS,.[6.-)s ca sicie 4 oc ace «Say iderals lose beim w ale «ars ecw vi $ 26,209 $ 21,509 
Add (deduct) items not involving working capital — 
eG eI SMOl ANC CEPICUONN tee Mantua Geile cfaiarns do ot eI O TITS fae se Pe ees 14,467 14,248 
PD PIerLeC In COMmme and TESOUICE tAXES,.ois)c Win ss Sorbo ends Seales se ne ea oie wines 1,499 2,306 
Mhiseaizea exchange 10ss om long-term debt’ 0... .64 vit Riga odes oe eles 1,025 he 
Cinproductive oil and gas properties expensed ............ 005502... cc. eee 692 1,647 
Eauity inatter-tax.earmings of associated companies ...... 2.5 ...0..20400+ 05: (14,191) (6,240) 
Pinortymecnests In JOSses of SUDSIGIANIES: «0%... ve. ie cad Qa s oes Me Ee (669) (40) 
AMOR AMON S Bettie rr etek oe vua oo eset) «pie a0 fore Bi Ao okonel laa -acche oats 29,032 33,002 
OECTA Te 96 (2) 6) AS Rea gs oe a ne rare or ee 22,541 39,392 
MReeerics Il Om associated COMDAMES 05h eis bled Vedas em ees Pore cee eae oo 6,672 8,853 
CETTE oy aie hes eS ii cnc che eRe gS a ea ee oe er 524 2,866 
58,769 84,613 
FINANCIAL RESOURCES WERE USED FOR: 
ETeDertles OMCiGCVCIOPUMelnt mpi eit ai eens fe a's cuh'y wae» ss oe ae anh Oytee bie Nea 25,645 14,680 
Seana ONC eGUipPINeribees tc ne ah ak aes. ale siclaiets sine WE aS ale wate ateae caueahia oe 7,174 7,568 
Soule atta alleles Ri cclda elite (oi ale jesse liay Sain tee a ear a en ere erred 12,401 3,709 
ENC CUISOMOLCCOMDAMICS ecient rata ee w Gia) oie beck. Shw Sochche 4) FS Rona hels welsh aes 11,503 49,767 
Dividends to — 
SAR HOIMeTS.O! Tei COLI DANY sree ant uaiwaeet a taias 6. a, 3 onan ore eal Re wees ats 10,893 9,661 
MUNOUILY INLETESLS IN SUDSICIAIY Wa-iins anise o> Ae tee Rete at hele ci ch eee — 1,603 
67,616 86,988 
eer Case WOUKING Capitclle mn te eke ts acs aie ee aye goo tne le ate cus ole ote opens (8,847) (2,375) 
Botkin gicapital sDeGINnINGiOn VEa legis tence Geo Sen aye tle sacle wo ~ one a etoebaur wuepem eee occ ses 69,834 72,209 
BVORKIIE Capital CNCOl YCANmer ssi .2i hc eee os 2's ei shored Aaa emeewp nt eRe getaifen peony $ 60,987 $ 69,834 
INCREASE (DECREASE) IN WORKING CAPITAL COMPONENTS: 
asl vanc lmiexclepOsits tw av mean Mote c » 5 oA, snc Ses wee OMe ena ene eee $ 15,679 $ (6,662) 
MAPK ELADIC SECUTICS ue geste (parce sis be Pe sotiol or 0c orsgrisne (fs sin, SeARE wage Shea wrmeen arene reuutate on auctions 5,182 (625) 
PCCOUNLS TCCEIV ADI Cie eure Re retells eyes PCS S wc auy eel ois, 2 ha eagte we winGiin ws 8 Utetanehe (7,248) 13,431 
Receivabiesitrom associated COMpanies «24... Hes wk om art olan a es aso alee ws 174 3,071 
IAVETICORIOS MeO tet cor aie ute tes ik 2a. cicay GbR as Shae a mcbin 3c Te Wel oh SE Eee gee 78 (1,924) 
ACCOuUnts pavable and accrued liabilitless cr.) s.tes swe ne ees = en eee (6,010) (3,257) 
incotne ana TEsOUurCcetaKxes DaVaDIe < «Mx. ois cieieale a ue cin ramigueucrstes &, agsVane sisi olerrsu ears (9,387) (2,820) 
Bond cen mdent due within Ohe Vedbecuse +5. atacs Heit uence See ee es wees mite (7,315) (3,709) 
Becrease IMaVvOrInG Capltalir.: tans <jore AN hee. seine args owe MEMES a Sues she 3 $ (8,847) $ (2,375) 


*Restated (Note 2) 
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Notes to Consolidated Financial Statements December 31, 1978 and 1977 


PLACER DEVELOPMENT LIMITED AND SUBSIDIARIES 


1. Accounting policies: 


Consolidation 


The consolidated financial statements include the ac- 
counts of the Company and all of its subsidiary companies 
(owned more than 50%). In addition, the equity method of 
accounting is followed for investments in-associated 
companies in which the Company owns from 20% to 50%. 
Under this method, the Company records in earnings its 
share of the after-tax earnings or losses of these com- 
panies, rather than dividends received. Withholding tax is 
provided on the undistributed earnings of foreign sub- 
sidiary and associated companies. 

The excess of cost over the underlying equity in the net 
assets of these investments at the date of acquisition is 
being depleted on a unit of production basis or amortized 
on a straight-line basis over the estimated life of each 
respective property or twenty years, whichever is shorter. 


Foreign currency translation 


Current assets (except inventories), current liabilities and 
long-term debt are translated from foreign currencies into 
Canadian dollars at year-end rates. All other assets and 
liabilities, depreciation and depletion, are translated at the 
rates applicable at the time of the relevant transactions. 
Revenues and expenses, other than depreciation and de- 
pletion, are translated at the average rates of exchange for 
the year. 

Exchange gains and losses arising on translation are 
included in determining net earnings except for unrealized 
gains or losses on long-term debt, which are deferred and 
amortized over the remaining term of each obligation (see 
Note 2). The net amount of foreign exchange which arises 
from translation is included in net earnings in 1978 and 
1977 and is not significant. 


Inventories 


Concentrates and finished and in-process industrial 
products are valued at the lower of cost and net realizable 
value; cost is determined on a first-in, first-out basis. 

Supplies and raw materials are valued at the lower of 
cost and replacement cost; cost is determined principally 
on a moving-average basis. 


Property, plant and equipment 


Depreciation is provided on the cost of assets over their 
estimated useful lives on the following annual bases — 

® buildings and machinery on a straight-line basis at 
the rate of 5%, 

@ mobile equipment on a diminishing-balance basis at 
rates of 15% to 36%, and 

@ oil and gas lease and well equipment, and gas plants 
on a unit of production basis. 

Depletion of the cost of mining properties and de- 
velopment incurred during the preproduction period is 
provided on a straight-line basis over the estimated life of 
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each mine or twenty years, whichever is shorter. 

The cost of overburden removal for specific large min- 
ing projects is capitalized as development and charged to 
earnings on the unit of production basis. 

Depletion of the cost of producing oil and gas proper- 
ties and development, representing lease acquisition and 
drilling costs, is provided on the unit of production basis 
using estimated economically recoverable reserves for 
each area. 


Exploration 


Current mineral exploration costs are charged against 
earnings for the year except that costs are capitalized as 
Properties and development if economically recoverable 
ore reserves have been determined. 

Current oil and gas exploration costs, including geo- 
logical, geophysical and exploratory dry hole costs, are 
charged against earnings for the year except for lease 
acquisition and drilling costs, which are initially capitalized 
as Properties and development. When an area is aban- 
doned or when there is an impairment in value of an 
undeveloped property, the applicable capitalized costs are 
charged against earnings. 


Deferred income and resource taxes 


The Company records income and resource taxes by the 
tax allocation method. Differences arise when certain 
costs, principally depreciation and depletion, are reflected 
in different time periods for accounting purposes than for 
tax purposes. The tax effect of these timing differences is 
shown in the consolidated financial statements as Defer- 
red Income and Resource Taxes. 


2. Change in accounting policy: 


In accordance with guidelines introduced by the Canadian 
Institute of Chartered Accountants in September, 1978, 
the Company has changed its accounting policy with 
respect to translation of foreign currency transactions and 
financial statements (see Note 1). 

The principal effect of this change is in the accounting 
for unrealized exchange gains or losses arising from trans- 
lating long-term debt payable in foreign currency. Previ- 
ously, such gains or losses were entirely credited or 
charged to earnings during the year in which they arose. 
Now these are deferred and amortized over the remaining 
term of each obligation. Had this change not been made, 
consolidated net earnings for 1978 would have been lower 
by $2,490,000 ($0.21 per share) and for 1977 by 
$756,000 ($0.06 per share). There was no significant 
effect on fiscal years prior to 1977. 


3. Acquisitions: 


Effective February 16, 1978, the Company acquired for 
$11,503,000 two coal mining companies located in Ken- 
tucky, U.S.A. Subsequent to the acquisition, the results of a 


drilling program, the investigation of leases, and a study of 
the impact of guidelines for the regulation of strip mining 
issued by the United States Department of the Interior in 
July, 1978, substantially reduced the estimated economi- 
cally recoverable coal reserves. As a result, an extraordi- 
nary charge of $4,095,000 has been made against earn- 
ings in the current year. 


The Company has capitalized $5,240,000 of property 
costs and $1,354,000 of development costs incurred in 
acquiring the right to a 70% interest in a silver property 
near Houston, British Columbia. An additional $2,300,000 
will be expended to complete the purchase of this interest. 
A feasibility study is scheduled for completion early in 
1979, at which time a decision will be made as to when to 
place the property into production. 


5. Associated companies: 


The Company has significant investments in three com- 
panies which operate primarily in the mining industry — 
Craigmont Mines Limited and Mattagami Lake Mines 
Limited (N.P.L.) in Canada and Marcopper Mining Cor- 
poration in the Philippines. Craigmont estimates that 
proven ore reserves are only sufficient to enable produc- 
tion of copper concentrate to continue into early 1980. In 
addition, the Company’s investment in Mattagami may be 


Details of the Company's investments are shown below — 


4. Inventories: 
December 31, 


1978 1977 
(in thousands) 
Mining — 
Concentratesssre. so eee $ 10,030 $ 11,451 
Operating supplies... 0.2.05. 9,088 9,690 
19,118 21,141 
Industrial products — 
Finished and in-process ......... 11,461 9,903 
Raw materials and supplies ....... 2,790 2,247 
14,251 12,150 
$ 33,369 $ 33,291 


exchanged for an investment in Noranda Mines Limited in 
1979 (see Note 16). 


In 1978 Northern Cattle Company Pty. Limited, a 50% 
owned company, offered to sell its main grazing proper- 
ties in Australia. As a result, a reduction in the value of the 
properties has been indicated and the Company's share 
thereof, amounting to $1,930,000, has been recorded as 
an extraordinary charge against earnings in the current 
year. 


Equity in 
Quoted Underlying after- Dividends 
market equity in tax earnings, received, 
% price net assets years ended years ended 
Owner- December December 31, December 31, December 31, 
ship 31, 1978 1978 1977 1978 1977 1978 1977 
A nk ee (insthowsands) Pecans cara aces. eee oes 
ST ANGN ONE seh rae etre ead sts, 3 45 $ 12,452 $ 8,642 $ 8,093 $ 2,360 $ 951 $1,811 $1,811 
PRALCODD CE oi sce, Acs atest ouside 40 $110,248 23,642 21,387 6,391 2218 4,136 3,809 
PWVALLAGIATINE 8 Soscne (alee a ue Pal $ 55,678 34,053 29,219 5,552 3,039 718 3,233 
(Oda TS) Ps eae ayes alae apenas ed 28-50 — 15s S515 (112) a2 az — 
$67,495 $62,214 $14,191 $6,240 $6,672 $8,853 
*Net of withholding tax. 


**Reduced by the writedown of Northern Cattle Company Pty. Limited. 


The quoted market price does not necessarily represent the value 
by market quotations. 


Summarized below are the combined assets, liabilities 


December 31, 
1978 1977 
(in thousands) 
Assets — 
GUrrent assets. ons ne ese ose ee $167,676 $129,208 
Investments and other assets ..... 9,391 11,952 
Property, plant and equipment — 

Kletee ora eset Areas pases be 162,325 167,856 
$339,392 $309,016 


of these investments which may be more or less than that indicated 


and net earnings of all the associated companies — 


December 31, 
1978 1977 
(in thousands) 
Liabilities — 
Cirrentiliabilities se. la. sdes ba sale eres $ 45,420 $ 49,938 
Long-term debt and deferred 
INCOME ItANCS ws een caro 45,009 Sei 
Minority interest in subsidiaries . .. . 17,772 19,673 
$108,201 $100,625 
Combined net earnings forthe year.. $ 38,807 $ 20,588 
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6. Property, plant and equipment: 


December 31, 
1978 1977 
(in thousands) 
Buildings and equipment 
Cost — 


Buildings and machinery ...... $103,631 $101,192 
Mobile equipment ............ 35,953 31,747 
Oil and gas lease and well 
equipment, and gas plants ... 14,264 11,163 
153,848 144,102 
Accumulated depreciation — 
Buildings and machinery ...... 43,057 37,998 
Mobile equipment ............ 22,798 20,202 
Oil and gas lease and well 
equipment, and gas plants ... 5,836 5,062 
71,691 63,262 
$ 82,157 $ 80,840 
Properties and development 
Cost — 
Mining vind cc oe eee a eee $ 34,233 $ 21,082 
Oiltand gas Ac. sso sees eee 78,749 63,976 
112,982 85,058 
Accumulated depletion — 
MININGe. screen: spon ee 7,743 6,437 
Oiltand Gass. cit G2 yo ts es ee 7,945 4,067 
15,688 10,504 
$ 97,294 $ 74,554 


7. Long-term debt: 


Long-term debt consists of the following term loans — 


December 31, 
1978 1977 
(in thousands) 
U.S. $28,500,000 (1977 — $30,000,000), 
bearing interest at 1% above the 
London Interbank Offering Rate 
(average 9.5%, 1977 — 7.7%), 


maturing 1983227 as. eter er $ 33,801 $ 32,832 
U.S. $9,750,000, bearing interest at 

/8% - ¥4% above the 

London Interbank Offering Rate 

(average 9.5%), maturing 1985.... 11,563 —- 
U.S. $4,410,000, bearing interest at 8%, 

maturing: LOS lie. specie crete 5,231 — 
Australian $2,000,000 (1977 — 

$4,000,000), bearing interest 

atiss, maturing 19S ee. 2,728 4,988 
Canadian, bearing interest at 2% 

above bank prime rate 

(average 10.1%, 1977 — 8.8%), 

maturing 1933 hea ie eee 7,860 2,400 
Unrealized foreign exchange loss, 

to be amortized over the 

remaining term of each 

obligation (see Note 2) .......... (3,239) (756) 

57,944 39,464 
Less: Amounts due within one year .. 11,024 3,709 
$ 46,920 $ 35,755 


Certain loans contain various restrictions including the 
maintenance of working capital, working capital ratio, and 
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net worth. These loans also contain provisions for 
limitations on guarantees, liens, leases, indebtedness, and 
consolidations and mergers. 

At December 31, 1978 the scheduled repayment of the 
above loans for each of the five years through 1983 is as 
follows — 1979 — $11,024,000, 1980 — $12,387,000, 
1981 — $12,715,000, 1982 — $9,389,000, 1983 — 
$8,997,000. 

In 1978 interest expense and exchange loss on long- 
term debt amounted to $5,581,000 and $1,534,000 re- 
spectively (1977 — $1,312,000 and $241,000). 

The Company had available at December 31, 1978, 
unused lines of credit amounting to $66,800,000 (1977 
— $62,700,000), which generally provide for unsecured 
term loans bearing interest at floating rates charged by 
banks to prime commercial creditors. 


8. Income and resource taxes: 


The reconciliation between the combined federal and 
provincial statutory income tax rate in Canada and the 
Company's effective income and resource tax rate is as 
follows — 


Years ended 


December 31, 

1978 1977 

Combined Canadian federal and 
provincial income tax rate ........ 51.0% 51.0% 

Resource and depletion allowances . . (16.9) (24.3) 
Adjusted combined income tax rate . . 34.1 26.7 
Provincial resource taxes ........... 17.5 14.8 

51.6 41.5 
Foreign exploration not deductible .. 6.9 5.8 
Depletion not deductible ........... 4.5 5.4 
Oller se aeee Ove a hens Cerner oe Siz (2.2) 
Effective income and resource tax rate 66.2% 50.5% 


At December 31, 1978, earned depletion of approximately 
$15,000,000 (1977 — $14,200,000) is available to reduce 
taxable income of subsidiaries in future years. 


9. Share capital: 


Share purchase plan 


The Company has a share purchase plan for its employ- 
ees under which the Company contributes one-third of 
the cost of shares issued to employees. During 1978, 
11,171 shares were issued for $239,000 and 4,595 shares 
were provided from a subsidiary at fair market value. (In 
1977, 22,338 shares were issued for $436,000.) 


Share option plan 


The Company's share option plan provides options over a 
ten-year term which are exercisable at any time. The op- 
tion prices are 110% of the market value of the common 
shares at the dates the options are granted. 

In 1978, options for 1,000 common shares were 
granted and 2,700 options were exercised for $49,000. (In 
1977, no options were granted or exercised.) At December 
31, 1978, options for 61,900 shares were outstanding at 
prices ranging from $17.12 to $24.34 per share. There 
would be no significant dilution of earnings per share if 
these outstanding options had been exercised during the 
year. 


10. Pension plans: 


The Company and its subsidiaries have contributory and 
non-contributory pension plans under which the total 
pension expense for 1978 was $706,000 (1977 — 
$703,000). The cost of pension benefits charged to earn- 
ings is based upon periodic actuarial computations which 
are obtained at least every two years. The current and past 
service benefits of these plans, for services rendered to the 
balance sheet date, are fully provided for in accordance 
with the most recent actuarial reports, and with the esti- 
mated requirements for minor modifications to the plans 
since the report dates. 


11. Remuneration of directors and senior officers: 


Aggregate direct remuneration paid by the Company and 
its subsidiaries to its directors and senior officers in 1978 
amounted to $789,000 (1977 — $734,000) of which 
$67,000 (1977 — $65,000) consisted of fees paid to 
directors. 


12. Price and profit controls: 


The Company has complied with the provisions of the 
federal government’s Anti-Inflation Act which provided 
restraints on prices, profits, compensation and dividends. 
Primarily as a result of the lower value of the Canadian 
dollar compared to the United States dollar, excess 
revenue as defined by the Act arose. The Company's 
compliance plan has been accepted by the Anti-Inflation 
Board and is expected to be completed in the ensuing 
year. Accordingly, no provision for the excess revenue has 
been made in 1978. 


13. Lines of business information: 


The Company operates in three principal industries — 
mining in Canada and the United States, oil and gas in 
Canada, and manufacturing in Australia. The principal 


14. Quarterly financial data (unaudited): 


base metal mining operations include the production and 
sale of molybdic trioxide and copper concentrates. Oil and 
gas operations include the production and sale of crude 
oil, natural gas and natural gas liquids. Manufacturing 
operations include the manufacture of mining and indus- 
trial equipment. 
Years ended 
December 31, 


1978 1977 
(in thousands) 
INDUSTRY SEGMENTS — 
SALES: 
DUNG ete tet. rere Ceci Se $112,752 $119,780 
Olli and Gas rvas rn oie ce share eee thar 17,703 14,376 
Manulactining: s2 5.2 Pune deesreschwicle 27,640 33,048 
OUNEr INGUSENIES outa cress 12,224 9,896 
Iotalisales ir acs Poe keen k uit ee $170,319 $177,100 
OPERATING EARNINGS:* 
MINING Sa AN ee. eer $ 37,543 $ 33,560 
Oilland Gaspaa eee hee eee 8,885 6,915 
Manufactiring@ie., wr ee 1,351 2,361 
Othenindustries#ees.ico se eae 935 303 
Total operating earnings ......... 48,714 43,139 
General corporate expenses ...... (3,932) (4,348) 
Interest and exchange loss ....... (7,911) (5077) 
Exploration expense ......a2501... (12,106) (9,916) 
Interest and otherincome ........ 8,814 7,691 
Earnings before taxes 
andother itelnSen 2. aeuecs scot $ 33,579 $ 30,789 
GEOGRAPHIC AREA — 
SALES: 
Canadian operations ............ $122,062 $132,217 
Foreign: Operauons ecw a se oes 48,257 44,883 
$170,319 $177,100 
OPERATING EARNINGS:* 
Canadian operations ............ $ 46,372 $ 39,839 
Fereign Operations ie crwcs ces 2,342 3,300 
$ 48,714 $ 43,139 


*Represents sales less cost of sales, depreciation, depletion and 
allocated general and administrative expenses. 


Year 
1st 2nd 3rd 4th Total 
1978 (in thousands, except per share amounts) 
SOLOS ees ACh ce Ea eh care VU ARI ave sigs $ 40,310 $ 48,721 $ 39,039 $ 42,249 $170,319 
CITOSS DIOMtye th tianak ee eR koenio ts Shee ee Bare 11,565 13,031 13,590 19,031 57,217 
Earnings before extraordinary items ............ 5,030* 6,119* 6,498 8,562 26,209 
PIChOarin sata eters teas reno tr saw iye e's 5,030* 6,119* 6,498 2,537 20,184 
Per common share: 
Earnings before extraordinary items .......... 0.42* 0.50* 0.54 0.71 Paps Wi / 
ICU Garninclsen a cele cee rete ne ea ae ones 0.42* 0.50* 0.54 0.21 1.67 
BIIVIGENNIS Perinat oe aba s fetes 0.20 0.20 0.25 0.25 0.90 
1977 
SCS ee ee eer te cea es bas be $ 48,772 $ 33,912 $ 49,658 $ 44,758 $177,100 
EGS SI DIOItL eye te ee eis Sere et ens tee ow 15,458 8,421 12,564 13,663 50,106 
RIGLEAININGS? sca ei Ce hee ae nae vee ee 7,369 3,742 4518 5,880* 21,509* 
Per common share: 
Nel Camus tery tie oy ee Sia de es 0.61 0.51 0.37 0.49* WER he 
DIVIGENGS Haag cme ee ruta terre dds cisiace «ate 0.20 0.20 0.20 0.20 0.80 


*Restated (Note 2) 
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15. The impact of inflation (unaudited): 


The selling prices of the Company's base metal mining 
products are generally determined by reference to world 
commodity prices. In recent years, the profit margin of the 
Company's molybdenum operation has increased be- 
cause higher molybdenum prices have more than offset 
the increased costs of production. On the other hand, 
profit margins of its copper operations have decreased 
significantly because of lower copper prices and rising 
costs of production. 

The estimated current replacement cost of the Com- 
pany’s productive capacity (generally property, plant and 
equipment) is much greater than the corresponding ac- 
tual historical costs as a result of the impact of inflation 
over the length of time the assets have been in use. 
Accordingly, depreciation determined on a replacement 
cost basis would also be significantly higher. The re- 
placement cost of inventories and cost of sales, excluding 
depreciation, would only be moderately higher than the 
related historical amounts because of the Company’s 
rapid inventory turnover. 

The Company’s annual report on Form 10-K filed with 
the United States Securities and Exchange Commission 
contains certain specific information with respect to re- 
placement cost of inventories and productive capacity 
and the approximate effect such replacement costs would 
have had on the computations of cost of sales and depre- 
ciation expense for the year. 


16. Subsequent event: 


Noranda Mines Limited has made a proposal to exchange 
one of its common shares for each two and one-quarter 
common shares of Mattagami Lake Mines Limited 
(N.P.L.). Under this proposal, the Company would receive 
1,596,500 common shares in Noranda (5.4% share in- 
terest) in exchange for the presently owned shares of 
Mattagami. 

Using the $35 per share market value of Noranda on the 
date the proposal was announced, a gain of approximately 


Auditors’ Report 


To the Shareholders of Placer Development Limited: 


We have examined the consolidated balance sheets of 
Placer Development Limited as at December 31, 1978 
and 1977 and the consolidated statements of earnings 
and earnings reinvested in the business and changes in 
financial position for the years then ended. Our examina- 
tions of the consolidated financial statements of Placer 
Development Limited and those subsidiaries and as- 
sociated companies of which we are the auditors were 
made in accordance with generally accepted auditing 
standards, and accordingly included such tests and other 
auditing procedures as we considered necessary in the 
circumstances. We have relied on the reports of the au- 
ditors who have examined the financial statements of 
other subsidiary and associated companies. 


28 


$22,000,000 would occur in 1979 if the transaction is 
completed. 


17. Subsidiaries: 


Subsidiaries of the Company at December 31, 1978 are as 
follows — 


Active 


Canadian Export Gas & Oil Inc. 

Canadian Export Gas & Oil (U.K.) Ltd. 

Cuisson Lake Mines Ltd. 

Fox Manufacturing Company (New Zealand) Limited 
Fraser Lake Development Ltd. 

Gibraltar Mines Limited 

Placer Amex Inc. 

Placer Austex Pty. Limited 

Placer CEGO Petroleum Limited 

Placer Coal Inc.* 

Placer Exploration Limited 

Placer Holdings Pty. Limited 

Placer (P.N.G.) Pty. Limited 

Sociedad Placer Development y Compania Limitada 


Inactive 


Amex Communications Inc. 

Beluga Coal Company 

Canadian Exploration Limited 

Canadian Export Gas & Oil Ltd. 

Canadian Export Gas & Oil (Spain) Inc. 

Canex Aerial Exploration Limited 

Canex Placer Limited (in voluntary liquidation) 
Equity Silver Mines Limited* 

Fox Manufacturing Company (South Africa) Pty. Limited 
Minera Placer Argentina S.A.M.L_LCTy F. 

Minera Placer S.A. 

Placer Development (U.K.) Limited 

Placer Internationaal, B.V. 

Placer Nominees Pty. Limited 


*Incorporated in 1978 


In our opinion these consolidated financial statements 
present fairly the financial position of the Company as at 
December 31, 1978 and 1977 and the results of its opera- 
tions and the changes in its financial position for the years 
then ended in accordance with generally accepted ac- 
counting principles applied, after giving retroactive effect 
to the change in accounting for foreign currency transac- 
tions and financial statements referred to in Note 2 to the 
consolidated financial statements, on a basis consistent 
with that of the preceding year. 


PRICE WATERHOUSE & CO. 
Vancouver, B.C. Chartered Accountants 


February 15, 1979 


Contribution to earnings by product (per cent) Ten year tax expense (in millions of dollars)* 
100 35 


= 30) 28 
—— (a0 21 
cee 4() 14 
= Fy i, 


1969 1970 1971 1972 1973 1974 1975 1976 1977 1978 1969 1970 1971 1972 1973 1974 1975 1976 1977**1978** 
Molybdenum Si Copper G88 Oil and Gas [__] Other a4 Provincial i Federal 8 Others 3 

“Includes consolidated companies only 

*“Includes oil and gas royalties 


COMPOSITION OF NET EARNINGS PER SHARE 


(008) 
nev7—*| 154 [on | oe | 02s | oie [oss | — | ome [oss | 178 


*Primarily represents exploration, other minor operations, interest, other corporate expenses and in 1978 extraordinary losses of $0.50. 


SHARE PRICE RANGE (loronto Stock Exchange) 


RETURN ON SHAREHOLDERS’ EQUITY 
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Ten Year Summary 


(in thousands, except number of shareholders and employees) 


Financial Data 
Revenues: 


Sales oe cco Pei hn ook ere OS ene 
Interést:andotherincomess.ac chan cee eerie aie a an enn een 


Expenses: 


Cost of sales... ac ies oe ace eee en oe a & ccs age ee 
Depreciation and.depletion ci..Aantysoe meee sets a seekers eee 
selling, general andadmiinisttatives: .< i565. acter « teas ade eee 
EXDPIOFAtiOn. 2.0 sisfec os op tieyeueneyt eiate a ecard helelsieneceieleis + iclaset eet, Cem 
Interest. 52). s dole diate sapere orc Since we etteals Bi tie! «GLa aie et eee 


Earnings before taxes: andiotheritems 22.9 ony. cc ae. see eee 
Income and TéSOUrCE:itaxeSmemer re ice eS ke os oe cache ee 


Earnings (loss) beforethefouowing:. ws ose mies sols no ne ees ee 
Equity in after-tax earnings of associated companies ................. 
Minority interests in (earnings) losses of subsidiaries ................. 


Eamings before extraordinary itemSiys.cicg crest. epee oe ciaes ohecoee 
Extraordinary iter 5a, cis. sh) oes «im catomnnch pes cones Gusie ana. a in)'- sat oked ieee nea 


Net earnings: s:< wis.i:sic as ue nak Gao cack ameg meme aioe -salicin ate aaa 


Return on shareholders equity == tase oe ees 7 roi eee 


Operating Data 


jlonnes.ore milled ——|@ibralta tae ee aera een ee ae re 
== Endakon ian. See oe ee err aa ee ee 


Copper produced (kg contained) 


GID raltar i,.cs sors. cnd atoret occ o sae eT OE eee 


Placer’s share of: 


Marcopper — 40 Ka. arcs nis Goa gees heer a Re eter ee an eh oe ae 
Mattagami—27°% © sao Se goa tn alee ee re eich aparece tena 
Craigmont — 45%" Sac. och toes ee een ae Son eee 


Molybdenum produced (kg'contained) #2. 1- seereres on eae ere 
Oil and natural gas liquids produced — bbls ...............00 0.0 eue 
Natural gas prodtced' —=117 #33 Sys ee ee eae eee 


Other Data 


Working capital! -.65 cis ete cae ee eee cere a ore 
Working ‘capital ratio. ..4.;. <. .naiels ae eee ee ne 
Totaliassets” oo Paik cues oar ate etree oe ence ere Nag corer ee 
Property, plant and equipmentadditions 3.— -62054 106s see ee canes 
Average shares outstanding ®® ...-.52 scsi reer ain ter eer lee cesses as 
Number of shareholders 75... Sisto. sore oe oo eect ee eee ie cee ie a 


m= Canadas sees tea eer eee earn 


Mumberofemployees 3 w.nnlongvanass east is core cee acne ee tene cer ar 


Per Common Share** 


Earnings before extraordinary tems sa. 74.8 tani eee eee 
Netearnings cian) oo sce uae hoe ne eee oar Vamenta ie 
Dividends paid eco si irate ee eee «cee ae an ar 
Price range on Toronto Stock Exchange — High ................008- 

mm LOW sae bs 4 gue a's o's ele lnusueseiees 


*Restated **Adjusted to reflect two-for-one stock split in May, 1973. 


1978 


$170,319 
8,814 


179,133 


98,635 
14,467 
12,435 
12,106 

T1911 


145,554 


33,579 
22,230 
11,349 
14,191 

669 


26,209 


(6,025) 


$ 20,184 


8.9 


5,136 
10,657 


15,793 


16,327 


21,610 
2,560 
10,694 


51,191 


6,363 
1,021 
242,200 


$ 60,987 
2.0:1 


DUD 
i=) 
ie) 
io) 


1977* 


177,100 
7,691 


184,791 


112,746 
14,248 
L315 

9,916 
SAAT: 


154,002 


30,789 


15,560 


15.229 
6,240 
40 


21,509 


21,509 
10.0 


12-765 
9,085 


21,850 


39,364 


18,895 
3,218 
9,698 


MAS 


6,905 
796 
295,800 


69,834 
P| 
333,369 
22,248 
12,075 
5,196 


78.2 
12.1 
9.7 


100.0 
2,640 


1.78 
7S 
0.80 
23% 
V7 


1976 


114,875 
6,073 


120,948 


81,053 
O37 
8,876 
6,436 


105,742 


15,206 


8,069 


CAST 
11,088 


(265) 


17,960 


17,960 


8.7 


7,672 
8,520 


16,192 


28,895 
19,014 


30 


1975; 


110,386 
5,801 


116,187 


107,263 


8,924 
10,052 
(1,128) 
10,785 
Pll 


9,768 
6,517 


16,285 
8.1 


1974 


96,900 
8,661 


105,561 


76,694 


28,867 


13,933 


14,934 
29,634 


(4,959) 


39,609 
3,534 


43,143 


23.4 


12,154 
6,811 


18,965 


1903 


130,968 
5,961 


136,929 


49,015 
9,994 
5,492 
5,956 
3,400 


73,857 


63,072 


10,110 


52,962 
21,415 


(15,307) 


59,070 
12,742 


LEBEZ 


50.9 


13,682 
7,662 


21,344 


55,248 


16,632 
3,692 
LTS 


83,147 


5,388 


1972 


56,062 
2,829 


58,891 


28,825 
8,625 
4,252 
6235 


3.239 


36,298 


17,740 
1,976 
9,915 


65,929 


4,190 


1970 


33,362 
3,084 


36,446 


14,161 
3,975 
2,918 
Dog 

199 


26,792 


9,654 


7,088 


2,566 
9196 


11,762 


i Bistheys 


WA 


1969 


40,427 
1,810 


42,237 


17,906 
3,582 
2,077 
6,290 

261 


30,716 


hiS2 


Dooce 


6,189 
509 


11,754 


11,754 


12.8 
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Placer Development Limited 


Placer Group Interests 


CANADA 


Craigmont Mines Limited 

Endako Mines Division 

Equity Silver Mines Limited 

Gibraltar Mines Limited 

Mattagami Lake Mines Limited (N.P.L.) 
Mattabi Mines Ltd. 
Canadian Electrolytic Zinc Limited 

Placer CEGO Petroleum Limited 


U.S.A. 


Placer Amex Inc. 
McDermitt Mine 
Placer Coal Inc. 


AUSTRALIA 


Placer Exploration Limited 
Fox Manufacturing Company 
Molybond Laboratories 
Associated Plywood Sales 
Northern Cattle Company Pty. Limited 


PHILIPPINES 


Marcopper Mining Corporation 


Offices 


Head Office: 

700 Burrard Building 

1030 West Georgia Street 

Vancouver, B.C., Canada V6E 3A8 
Tel: (604) 682-7082 Telex: 04-55181 


Sydney Office: 
Gold Fields House 
Sydney 2001, N.S.W., Australia 
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Auditors 


Price Waterhouse & Co., Chartered Accountants 


Vancouver, Canada 


Stock Exchange Listings 


Toronto Stock Exchange 
Vancouver Stock Exchange 
Montreal Stock Exchange 
Sydney Stock Exchange 
American Stock Exchange 


Transfer Agents and Registrars 
National Trust Company, Limited 
Vancouver and Calgary, Canada 


Canada Permanent Trust Company, 
Toronto and Montreal, Canada 
Professional Share Registries 
(N.S.W.) Pty. Limited, Sydney, Australia 


Registrar and Transfer Company 
Jersey City, N.J., U.S.A. 
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